
NEW FEATURES TO HELP EMPLOYERS

Q: What is a IV-D case?

A: The term IV-D comes from Title IV-D of the
Social Security Act, which established the Child

Support Enforcement program in 1975.  

States open IV-D cases for all public assistance (welfare)
cases involving children not living with both parents.
States also open IV-D cases for families not receiving pub-
lic assistance if those families apply for basic child support
enforcement services (locating parents, establishing pater-
nity, establishing child support orders, collecting and dis-
tributing child support, enforcing child support orders).

Q: Will all payments that our agency deducts for
child support now be handled the same way?

A: The federal requirement for centralized collec-
tions is for orders enforced by a state child sup-

port enforcement agency and non-IV-D orders which
were established beginning January 1, 1994, and which
are being enforced through an income withholding provi-
sion.  So there will still be some older, private cases not
included in centralized collections.  

Q: How will our agency save time and money if I
still have to send withheld payments on non-IV-

D cases to various sites instead of to a centralized collec-
tion site, along with all the IV-D payments?

A: Although you may not be able to send all child
support withholdings to a centralized collection

site (because some withholdings are for pre-1994, non-IV-
D cases and must be sent elsewhere), the majority of both
IV-D and non-IV-D withholdings will be required to go
to a centralized collection site.

Q: How do I handle the non-IV-D orders that were
established prior to January 1, 1994?

A: Generally speaking, you should handle those
orders as you currently are doing.  Specific ques-

tions of this nature should be directed to the child
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Centralized Collections

Every state child support enforcement agency is
required, beginning October 1, 1998 (October 1,
1999, if courts are currently processing pay-

ments), to operate a centralized, computerized unit for
the collection and disbursement of child support.  The
State Disbursement Unit (SDU) will handle payments
for all orders enforced by that agency, plus all non-IV-D
(private child support) cases where the order was issued
in the state on or after January 1, 1994, with direct
income withholding as the method of payment.

Centralized collections handled by an SDU in each state
eliminate the need to send checks to multiple localities
in the state.

Custodial parents benefit because states are now required
to distribute payments within two business days after
receipt.

Anticipated benefits to employers as a result of
centralized collections:

• reduced check processing cost

• reduced postage and handling cost

• opportunity to use electronic transmission of pay-
ments and payment information

• faster payments to children and families, resulting
in reduced calls to employers and noncustodial
parents



mentation procedures will be developed to enable all fed-
eral agencies to submit income withholdings to state child
support enforcement agencies via EFT/EDI.  Military
agencies have been in the forefront of the effort to use
EFT/EDI to send income withholdings.

EFT/EDI can make income withholding for child support
much easier for federal agencies.  EFT/EDI has proved to
be faster and more efficient than mailing paper checks and
hard copy remittance information.  It saves postage and
administrative processing costs and reduces the chances of
error.  The savings to state child support agencies are sig-
nificant as well.  EFT/EDI is now available in several
states.

To send income withholdings by EFT/EDI, contact the
state child support agencies to which you send income
withholdings.

There is a specific format for EFT/EDI child support pay-
ments.  Formats for sending the information have been
developed by the Bankers EDI Council of the National
Automated Clearing House Association (NACHA).  These
formats specify how employers and payroll companies
electronically send the information and the capabilities
that states must have to receive the information.  

Detailed information on the formats and procedures for
using EFT/EDI are described in The Child Support
Application Banking Convention:  A Guide for Employers
and Their Financial Institutions.  The document can be
ordered from NACHA:

Telephone: (703) 561-1100

Fax: (703) 787-0996

E-mail: bedic@nacha.org

Web site: www.nacha.org

support enforcement office in the state where your non-
custodial parent employee works or the court which issued
the income withholding order.  

Q: What is the definition of “two business days?”

A: “Business day” means a day on which state offices
are open for regular business.  For example, a pay-

ment received at 8:00 a.m. (or 5:00 p.m.) Friday must be
processed by the end of the day on Tuesday to constitute
“two business days.”

Electronic Funds Transfer (EFT) & Electronic Data
Interchange (EDI)

Traditionally, child support agencies received by
mail the payments federal agencies withheld for
child support.  The Debt Collection Improvement

Act of 1996 mandated that by January 1, 1999, all federal
payments, with the exception of tax refunds, are to be
made by electronic funds transfer/electronic data inter-
change (EFT).  EFT is a process that electronically trans-
fers dollars from one bank account to another.  EDI trans-
fers information.  In child support applications, EFT/EDI
is used simultaneously to transfer child support payments
and remittance information to state child support enforce-
ment agencies.

To accommodate the Debt Collection Improvement Act
mandate, the federal Office of Child Support
Enforcement (OCSE) has been conducting an EFT/EDI
pilot study with the Financial Management Service (FMS)
of the U.S. Treasury, which acts as the disbursement
agency for most nonmilitary federal agencies.  The pur-
pose of this pilot is to test the electronic submission of
income withholdings by federal agencies for their own
employees.  Upon completion of a successful pilot, imple-
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Q: What are the timeframes required for us as a fed-
eral agency to process EFT payments?

A: As a general rule, payments for child support
should be remitted no later than seven business

days after they have been deducted from the employee’s
paycheck.

Q: How will EFT improve things?

A: The process will reduce costs for you as a federal
agency by minimizing the manual labor involved

in preparing checks.  If you currently use a payroll service,
the service provider may be able to implement EFT with
little or no additional cost.  EFT will also reduce mail
handling and check processing costs to state child support
agencies.  Finally, children will receive their child support
much faster.

Q: Will there be assistance provided to employers for
Electronic Data Interchange and problems that

may arise?

A: Yes.  Contact the child support agency receiving
the payments or the National Automated

Clearing House Association at (703) 561-1100.  

Q: How may I get additional information about the
electronic formats of files?

A: Additional information may be obtained through
your state child support office or through the

National Automated Clearing House Association at (703)
561-1100 or by e-mail at bedic@nacha.org.


